
Gold should break-out to the upside, before it retraces down on USD 
strength in H2 2018

As we write, Gold is testing its 21 months highs on the back of renewed political tensions in Syria. Overall, the context 
is favorable for Gold over the next few weeks. Indeed, in addition to these political factors, we expect reflation trades 

and commodities to reaccelerate up one last time towards mid-year. Gold should benefit from both, and it’s probably only 
a matter of time before it breaks out to the upside, possibly moving towards 1’400.  Yet, this rally may be short lived as the 
US Dollar is also getting quite Oversold. 

Gold
Bi-monthly graph or the perspective over the next 1 to 2 years

On this long term bi-month-
ly graph of Gold, our long 

term oscillators (lower rectangle) 
are still very much Oversold and 
slowly rising, i.e. Gold has built a 
strong base over the last 5 years. 
As for our medium term oscilla-
tors (upper rectangle), they are 
now in an uptrend, and probably 
getting ready to break out above 
Gold’s previous 2016 highs. The 
sequence we show potentially 
leads Gold up towards mid-year, 
possibly the Summer in first ins-
tance. Following that, we would 
expect Gold to retrace during 
H2 2018, and then accelerate up 
again towards late 2019 / 2020. 

Our I Impulsive targets to the upside on this long term graph would suggest that Gold could see new historical highs towar-
ds 2’000 USD/oz over the next 2 to 3 years (right-hand scale).    

Dollar Index
Bi-Monthly graph or the perspective over the next 1 to 2 years

That said, Gold is listed in US 
Dollars, and the Dollar is pro-

bably finishing off its move down 
since late 2016. On both our os-
cillator series (lower and upper 
rectangles), we would expect it 
to bottom out between now and 
mid-year and resume its uptrend 
towards late 2019. An initial re-
bound in the Dollar, which could 
start over the next quarter or 
so, would probably work coun-
ter trend to the acceleration up 
in Gold we foresee in the graph 
above. Incidentally, the inter-
mediate top we expect on Gold 
towards mid-year may corres-

pond to the bottom we expect for the Dollar over the next few months. If such is the case, Gold should retrace down during 
H2 2018 as the Dollar starts gathering momentum. For now, we are comfortable with this outlook as long as the Dollar Index 
holds above the support of the lower end of its C Corrective targets to the downside, around 86 (right-hand scale). 47
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Gold in Euro (Spot)
Bi-Monthly graph or the perspective over the next 1 to 2 years

Nevertheless, Gold denomi-
nated in other currencies 

is also gathering momentum. 
Indeed, analyzing Gold in Euros, 
for example, strips out the US 
Dollar effect (i.e. its weakness 
over the last 14 months, and its 
possible reversal to the upside 
over the coming year).  On both 
our oscillators series (lower and 
upper rectangles), the uptrend 
for Gold in Euros is already 
well engaged. It made an in-
termediate top in early 2017, 
has retraced since, yet could 
be getting ready to reaccele-
rate up again between now 

and late Summer. As with Gold in USD, or the US Dollar itself, Gold in Euros should also be moving up towards late 2019, 
possibly reaching new historical highs (right-hand scale).  Indeed, as mentioned in previous articles in this edition, we be-
lieve that we are very late in the business cycle, and that over the next 12 to 18 months, risk assets could suffer a substan-
tial correction to the downside. Once the crisis starts to worsen, possibly towards late 2018, both Gold and the US Dollar 
should benefit from their Flight to Quality status. Gold could then start to outperform both in USD and Euro terms. 

Gold in Euro (Spot)
Weekly graph or the perspective over the next 2 to 4 quarters

We now scope down 
to the Weekly graph 

of Gold in Euros (the weekly 
Graph of Gold in USD is fea-
tured in another section of 
this issue on page 23). Its price 
action has been pretty much 
“flat” over the last 3 quarters. 
We believe this will probably 
continue to be the case over 
the next few quarters, that is 
until a support point to move 
higher can be confirmed. In-
deed, both our oscillators se-
ries are showing conflicting 
signals. While our medium 
oscillators (upper rectangle) 
would suggest a first low pretty 

much now and another low towards year-end. Our long term oscillators (lower rectangle) on the other hand, would suggest 
a low towards the Summer. Hence, we expect most of the price action for Gold to happen in US Dollars over the next few 
quarters (up, then down), until Gold finally starts to take off vs all currencies, probably towards the end of 2018. Ideally, 
Gold in Euros, would need to hold above the lower end of its C Corrective targets to the downside around 1’034 Euros (right-
hand scale) to justify the continuation of this rather constructive scenario.
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Dollar Index
Daily graph or the perspective over the next 2 to 3 months

The Dollar Index shows a si-
milar picture in reverse. On 

our medium term oscillators 
(upper rectangle), the Dollar 
Index could already be resu-
ming lower, probably towards 
late May / early June. On our 
long term oscillators (lower 
rectangle), the Dollar may 
continue its current consoli-
dation up towards early May 
and then start moving lower 
until mid June. Both scenarios 
are negative for the US Dollar 
over the next 2 months, and 
hence positive for Gold. In 
this forthcoming sell-off, the 
Dollar Index could reach down 

towards 87 according to our I Impulsive targets to the downside (right-hand scale). 
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Gold Spot
Daily graph or the perspective over the next 2 to 3 months

We now turn to the shor-
ter term perspectives 

of Gold in US Dollar with this 
Daily graph. As mentioned in 
the introduction to this article, 
Gold is currently on the verge 
of breaking out to new highs. 
Our medium term oscillators 
(upper rectangle) suggest that 
this could happen over the next 
few days, while our long term 
oscillators (lower rectangle) 
do leave some leeway for fur-
ther consolidation work until 
the breakout actually materia-
lizes in May. Once confirmed, 
the upside break-out should 
continue possibly until June, 

perhaps July, and towards our I Impulsive price targets to the upside between 1'369 and 1'417 USD/oz (right-hand scale).



Silver Spot
Weekly graph or the perspective over the next 2 to 4 quarters

Since 2016 and its rapid rise, 
Silver has shown much 

less upside momentum than 
Gold. Indeed, its inverse cor-
relation to the Dollar is lower, 
and it has profited less from 
the Dollar’s move down over 
the last 16 months.  As we can 
see from both oscillator series 
(lower and upper rectangles), 
the picture for Silver is less 
positive that for Gold. On our 
long term oscillators (lower rec-
tangle), Silver is probably due 
to consolidate down for most 
of this year. On our medium 
oscillators (upper rectangle), 
Silver is in a downtrend. It 

may react up until mid-year, but will potentially resume lower into the Fall. Silver is also currently testing the support 
of the lower end of our C Corrective targets to the downside around 16 USD/oz (right-hand scale). If these break, Silver 
could sell-off towards the 13 to 10 USD/oz range.  Can Silver be the “Canary in the Goldmine” for a late Summer / early 
Fall sell-off of precious metals? Possibly so.

Silver Spot
Daily graph or the perspective over the next 2 to 3 months

Shorter term, Silver seems 
to be holding its ground 

just above the support of our 
C Corrective targets to the 
downside around 16.3 USD/oz 
(right-hand scale). According 
to both our oscillators series 
(lower and upper rectangles), 
Silver will need to hold above 
these levels for another couple 
of weeks, before it can start to 
resume up towards late May 
and perhaps June. If not, prices 
may sell-off towards the 15.1 – 
14.2 range. Silver, along with 
Platinum (which shows a si-
milar pattern) are the weakest 
links in the precious metals 

space. They should follow Gold up over the next couple of months. Yet, their precarious situation also highlights the 
potential risk inherent to the segment.
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GDX - Market Vectors Gold Miners ETF / SPY - SPDR S&P 500
Daily graphs or the perspective over the next 2 to 3 months

Early last month, we featured 
this Daily graph of Gold-

mines vs the S&P500. We were 
then saying that it had probably 
reached an intermediate low 
and that it may be getting ready 
to bounce. We interpreted 
this projection as an indication 
that the correction down on 
equites was probably not over.  
Today, we review this analysis. 
On both our oscillators series 
(lower and upper rectangles), 
the bounce of Goldmines vs 
the S&P500 should probably 
die out between now and ear-
ly May. According to this ratio, 
this leaves us another couple 

of weeks before we can confirm that the worse is momentarily over on Equities. Indeed, from early May, we will expect 
Goldmines to resume their downtrend vs the S&P500, probably until June, possibly even July. What’s good for Gold is 
not always good for Goldmines. Obviously, Gold also has a much more direct link to the US Dollar than Goldmines do.   

HUI - Gold Bugs Index (NYSE Arca) / Gold Spot (USD/Oz)
Bi-Monthly graph or the perspective over the next 1 to 2 years

More generally and longer 
term, we would pre-

fer holding Gold rather than 
Goldmines, at least over the 
next couple of years. Both os-
cillator series (lower and upper 
rectangles) on this bi-monthly 
ratio of Goldmines vs Gold are 
still downtrending. On our me-
dium term oscillators (upper 
rectangle), a slight bounce may 
be warranted until mid-year, 
before Goldmines start to un-
derperform the metal again, 
while on our long term oscil-
lators (lower rectangle), the 
bounce of Goldmines vs Gold 
since 2016 is probably already 

over, and the trend is getting ready to resume lower.

Concluding remarks

Over the next few weeks, Gold should be able to break out above its 2016 highs and probably move up towards June/
July and the 1’400 USD/oz mark. That said, this move may be short lived as Gold is denominated in US Dollars, which is 
now quite Oversold and could be getting ready to bounce. Indeed, during H2 2018, we expect Gold to retrace most of 
its recent gains, as the Dollar starts to turn up. The graph of Silver, which has recently been weaker than Gold, highlights 
this upcoming move to the downside, probably from early Summer into the Fall. Following this retracement, Gold should 
start to turn up again vs all currencies. Indeed, we expect that, by then, the business cycle should have started to turn 
down, and that financial conditions will probably be deteriorating quite quickly.  The uptrend that follows for Gold will 
probably last into late 2019 / 2020.
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